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BOLIVIA KEY ECONOMIC INDICATORS 


All values in US $ million 
and represent period averages 
unless otherwise indicated 


Exchange Rate: $US 1.00 = $b 20 


INCOME, PRODUCTION, EMPLOYMENT 

GNP at Current Prices 

GNP at Constant 1970 Prices 

Per Capita GNP, Current Prices 

Fixed Capital Formation 

Personal Income 

Electric Power Consumption (La Paz) 

Million KW 

Indices: (1970 = 100) 
Industrial Production 
Avg. Industrial Wage 

Labor Force (000) 

Avg. Unemployment Rate (%)* 


MONEY AND PRICES 


Money Supply 
Interest Rates (Commercial Banks)** 
La Paz Cost of Living Index 

(1966 = 100) End of Year 


Balance of Payments and Trade 
Gold & For. Exch. Reserves (Gross) 


External Public Debt (Disbursed) 
Annual Debt Service*** 
Balance of Payments + (-) 
Balance of Trade + (-) 
Exports FOB 

US Share 
Imports FOB 

US Share 


1/ - Through June 1976 

2/ - Through May 1976 

3/ - Through August 1976 

*Ministry of Labor estimates. Ministry figures show about 29% of the work force 
as "underemployed." 

**The government imposes a 7% tax on most commercial bank credits, raising the 
actual interest rate to 22%. 

*k*kAmortization plus interest. 
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La Paz, Bolivia 


SUMMARY: Bolivia's economy grew by 6.8% in real terms in 1975, according 
to official figures, despite a downturn in world prices for the country's 
minerals exports. Prospects are excellent for continued growth at about 
the same level in 1976 and 1977 as a result of improved world minerals 
prices and a high level of foreign financing for development projects. 
Over $US 400 million in development loans to the public sector were signed 
in 1975 with international lending agencies, private foreign banks and 
third-country bilateral donors. An even higher level of external financ- 
ing is expected in 1976, with some $US 550 to 600 million in public sector 
loans expected to be signed. Conservative monetary and fiscal policies 
brought inflation down to 10-12% in 1975, and to less than a 6% annual 
rate during the first six months of 1976. Due to the upturn in world 
minerals prices and strong capital inflows the balance of payments is 
expected to be in surplus in 1976 and net foreign exchange reserves rose 
to SUS 178 million in August, 1976, one of the highest levels in Bolivian 
history. The strength of the peso, sound economic management, and pros- 
pects for continued political stability are fostering a climate of 
confidence, boosting domestic savings and private sector investment. 


In June, 1976, the government published a Five-Year Plan calling for 

$US 3.6 billion in public and private sector investment between 1976-1980. 
Projects being undertaken under the Plan include petroleum refining and 
petrochemicals, minerals processing, road and airport construction, rail- 
road rehabilitation, electrification, small industries, agriculture, agro- 
industry and social infrastructure. Feasibility studies on some large- 


scale projects are underway, including the $US 500 million Mutén iron and 
steel compiex in Eastern Bolivia, and development of a petrochemicals 
industry. 


This growing investment will present US exporters and engineering consult- 
ing firms with excellent opportunities for sales of capital equipment, 
intermediate goods, and provision of comprehensive project packages com- 
bining US technical expertise, high quality equipment and financing. 
Competition from European countries, Japan, Brazil and Argentina is stiff; 
but the high quality of US products and know-how is widely recognized in 
Bolivia and this favors an important role for US firms in Bolivia's 

$US 700 million import market. Bolivia maintains an open economy with 
free conversion of foreign currency, and the government has announced its 
intention to follow policies which will maintain the present value of the 
Bolivian peso. 
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Current Economic Situation and Trends 


1975 was a year of continued economic progress for Bolivia, despite 
reduced world prices for the country's minerals exports. Real growth in 
GNP was 6.8% according to government sources and inflation was brought 
down to about 10-12% as a result of conservative fiscal and monetary 
policies. Over $400 million in foreign loans for public sector develop- 
ment projects were signed in 1975 with international agencies, private 
banks and bilateral donors. Exports fell by 17% to $462 million (FOB) 
because of lower minerals prices while imports rose by 41% to $515 mil- 
lion, resulting in a $44 million balance of payments deficit, but foreign 
exchange reserves accumulated in 1974, Incoming capital, and government 
measures to restrain imports avoided any threat to the value of the 
Bolivian peso. 


Prospects are excellent for a continued high rate of economic growth in 
1976 and 1977 based on an improved outlook for world minerals prices, a 
substantial increase in foreign capital disbursements for development 
projects, an annual rate of inflation of less than 6% during the first 
half of 1976, and increasing public confidence in the stability of Presi- 
dent Banzer's government. The overall balance of payments is expected 

to be in surplus in 1976 and net foreign exchange reserves rose to 

SUS 178 million in August, 1976, one of the highest levels ever. The 
government has taken a number of important measures to stimulate both 
domestic and foreign savings and investment, including authorization of 
dollar denominated time deposits and dollar-guaranteed peso time deposits 
in local banks, and tax incentives for some categories of investment. 

In June, 1976, the government published a Five-Year Plan providing for 
$3.6 billion in private and public sector investment. Key sectors for 
investment will include petroleum and gas production and processing 

($1.5 billion), industry and metallurgy ($680 million), minerals develop- 
ment ($266 million), and transportation ($508 million). Complementary 
policy measures include a planned revamping of minerals taxes based on 

a Harvard University study and a comprehensive fiscal reform study by a 
team headed by Harvard Professor Richard Musgrave, scheduled for comple- 
tion in early 1977. 


Petroleum and gas production and exports will be one of the key factors 
in Bolivia's economic future. Petroleum production has declined by 
about 14.7% over the past two years because of falling reserves (although 
value of exports increased from $49 million in 1973 to $111 million in 
1975 because of higher prices), but new discoveries in 1976 should lead 
to increased production and exports in 1977 and 1978. The state-owned 
Bolivian petroleum company, YPFB, is spending about $US 11 million 
annually on exploration and 15 private petroleum companies, most of them 
American, are engaged in drilling and exploration activities under 
operational contracts with YPFB. Several companies have already drilled 
and others plan to drill before the end of 1976. To date, one signifi- 
cant new petroleum field has been discovered by YPFB and a gas field has 
been discovered by Occidental Oil Company. The value of natural gas 
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exports to Argentina is expected to increase by 31% in 1976, to $US 56 
million compared to $42.5 million in 1975 and YPFB is currently nego- 
tiating sale of 240 million cubic feet of gas per day to Brazil, which 
will require construction of a gas pipeline from Santa Cruz to Sao Paulo. 
YPFB is expanding capacity at its refineries in Cochabamba and Santa 
Cruz under contract to a US firm, McKee CTIP International, and is build- 
ing a lubricant plant at Cochabamba. McKee is also studying expansion 
of YPFB's marine terminal at Arica, Chile. The three projects will cost 
an estimated $US 135 million and be finished in 1978. 


The Andean Common Market's decision No. 91 assigns petrochemicals which 
Bolivia, along with other specified member countries, may manufacture 
and sell, including low and high density polyethylene, styrene, ethylene, 
polipropylene and phenol. Stanford Research Institute is completing a 
Master Plan for development of a petrochemical industry in Bolivia and 
plans are already underway for a small ammonia-urea-explosives complex 
in Santa Cruz, an aromatics plant in Cochabamba, and a polystyrene plant. 


Bolivia's minerals sector is recovering from the reduced world prices 
which prevailed in 1975. By August, 1976, tin prices had risen from the 
1975 average by 14%, antimony prices 21%, tungsten 30%, zinc 6.5%. 
Mineral export values are expected to increase by about 27% in 1976, to 
$US 398 million CIF, compared to $US 314.2 million in 1975. The volume 
of tin exports (Bolivia's largest export) will increase about 14% in 

1976 as a result of lifting of export quotas imposed by the International 
Tin Council in 1975 and early 1976. 


The financial situation of the private mining sector has also improved, 
causing many firms to revive investment plans postponed in 1975. The 
government is revising mining regulations to permit private (including 
foreign) companies to explore and develop some 30 million hectares of 
government mineral reserves on a basis similar to the private oil company 
service contracts with YPFB. A major purpose of the previously mentioned 
mining tax reform is to promote new exploration and investment. A new 
SUS 9 million loan from the IBRD will be used for loans to small mining 
companies. 


COMIBOL, the giant state-owned mining company, has started a major 
administrative reform process and has 30 exploration projects and 14 
major mining development projects planned for 1976-1980. SIDERSA, the 
state-owned iron and steel firm, has received a $US 10 million loan from 
Brazil for a feasibility study by McKee International of an estimated 
$US 500 million project to produce iron and steel at Mut&n in Eastern 
Bolivia. SIDERSA also will expand manganese mining and concentration 
operations at Mut&n. The state smelting and refining company, ENAF, has 
completed a feasibility study for construction of a low grade tin 
smelter, ferro alloys plants, an ammonia-para-tungstate plant, a zinc 
refinery, lead-silver smelter, copper smelter and will call for bids for 
a feasibility study on a plant to treat residues and by-products from 
other smelters. 
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The agricultural export sector, centered mainly in the dynamic eastern 
province of Santa Cruz, grew rapidly in 1972-1974, based on sugar, cotton, 
cattle and lumber; but was hit by falling world prices in 1975, as well 
as labor shortages and management and marketing problems. Export pros- 
pects for 1976 are brighter, however, as world prices have improved 
significantly. Total agricultural exports should reach $65-70 million 
for 1976, of which $30 million is sugar and $16.4 million cotton. $330 
million is earmarked for agricultural investment under the Five-Year Plan. 
Regional entities are also emphasizing agro-industrial activities. The 
La Paz Development Corporation is planning a $40 million integrated sugar 
mill complex at San Buenaventura and several other regional development 
corporations are exploring possibilities for food processing plants and 
edible oils production. The eastern provinces of Santa Cruz and the Beni 
remain the export agriculture heartland of the country, as well as the 
site of most of Bolivia's petroleum resources. This combination has made 
the area one of Bolivia's most economically dynamic regions, with a large 
number of infrastructure, industrial, and agro-industry projects planned 
over the next five years. 


Foreign financing for Bolivia's development continues to grow rapidly and 
implementation of development projects should be one of the economy's 
most dynamic features in coming years. $418 million in loans to the 
public sector were signed in 1975 and an expected $550-600 million will 
be signed in 1976. The Inter-American Development Bank continues to be 
Bolivia's largest soft-term lender with $67 million loaned in 1975 and a 
higher level planned for 1976. The World Bank signed $40 million in new 
loans to Bolivia in 1975 and another $46 million as of August, 1976. 

US Agency for International Development loans will total $20.9 million 

in 1976. As a sign of Bolivia's improved international credit-worthiness, 
private bank consortia loans for about $200 million will be signed in 
1976, and Bolivia also is receiving financial support from bilateral 
donors such as Brazil, Venezuela, West Germany, France and Japan. 


Implications for the United States 


With the Bolivian Government's ambitious plans for large scale industrial, 
infrastructure and social development projects under the Five-Year Plan, 
and Bolivia's increasing access to foreign financing, imports of capital 
goods and raw materials, as well as foreign technical and managerial know- 
how should increase substantially during the 1976-1980 period. Important 
investment opportunities will also exist, especially as joint ventures. 
Average growth during the Plan is projected at 7.7% annually, to raise 
GDP to $3 billion by 1980 (in 1975 dollars). Bolivia should therefore 
continue to grow as a market for US exporters and investors. US exports 
to Bolivia increased by 144% in 1974, to $105 million; and by another 30% 
in 1975, reaching $138 million. For the first half of 1976, US exports 

to Bolivia were $59 million, down slightly from the previous year. 
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A summary of the Five-Year Plan has been published by the Bolivian 
Government* and contains an excellent analysis of Bolivia's economy over 
the past five years, macro-economic projections for 1976-1980 and a 
sector-by-sector breakdown which lists over 300 major investment projects. 
During the Plan period, principal export opportunities will be in supporting 
equipment and supply needs in key sectors such as light and basic industry 
and manufacturing, mining and minerals processing, petroleum extraction 
and refining, petrochemicals, gas pipelines, road and airport construction 
and aircraft maintenance, railroad improvement and expansion of railway 
rolling stock, agricultural machinery and food processing equipment. In 
the social sector, investments are being made in hospital construction 

and medical equipment, housing, building construction, schools and educa- 
tional materials. 


Public sector entities purchase approximately 70% of all imported goods 
and services. While US companies enjoy clear technological advantages for 
many products and services, public sector purchasing officials are very 
price conscious. In addition, by law all government entities normally 
must issue public tenders for purchasing only from firms domiciled in 
Bolivia or through Bolivian representatives of foreign firms. Competition 
for the Bolivian market comes not only from Japan, and Western industrial 
nations, but also from Brazil and Argentina whose proximity to Bolivia 
gives them added advantages. These competitors have been making major 
sales due to their aggressive promotion of project packages, active local 
representatives and ready availability of credit on good terms. US pro- 
ducts in general are competitive, however, and their superior quality is 
widely recognized in Bolivia. US firms with local offices or representa- 
tives who promote these attributes, and who can offer credit on competi- 
tive terms, have excellent chances of success in the $700 million Bolivian 
import market forecast for 1977. 


*Copies of the Plan Summary can be obtained for $10 from the Ministerio 
de Planeamientoy Coordinacion, Avenida Arce, No. 2147, La Paz, Bolivia. 
Sectoral analyses of commercial opportunities under the Plan are being 

reported by the US Embassy, La Paz, through regular commercial channels. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, ay 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 








